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CHENKER

OSENBLATT

INDEPENDENT AUDITORS' REPORT

To the Members of:
Kabrik Trading, LLC

We have audited the accompanying statement of financial condition of Kabrik Trading, LLC as of December 31, 2007,
and the related statements of income (loss), cash flows, changes in members’ equity and changes in subordinated
debt for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934,
These financial statements are the responsibiiity of the Company's management. Our responS|b|I|ty is to express an
apinion on these financial statements based on our audit. .

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall fi nanmal statement presentation. We
believe that our audit provides a reasonable basis for our opinion. .

In our opinion, the financial statements referred to above present fairly, in all malerial respects, the financial position of
Kabrik Trading, LLC as of December 31, 2007, and the results of its operations and its cash flows for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

Qur audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The
Supplemental Schedule |, required by Rule 17a-5 under the Securities and Exchange Act of 1934, on page 13 is
presented for the purpose of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Sehader § Rmenblith, LLC

Hackensack, NJ Schenker & Rosenblatt, LLC -
February 22, 2008 Certified Public Accountants

411 HACKENSACK AVE. « HACKENSACK, NJ 07601 - 6328
TELEPHONE (201) 525-1222 FAX (201) 525-1004
WWW.SnRCPAS.COM INFO@SnRCPAS.COM



Kabrik Trading, LLC
Statement of Financial Condition
December 31, 2007

Assetls

Cash

Receivable from clearing organizations and dealers
Commissions receivable

Prepaid expenses and other assets

Property and equipment;
Equipment
Furniture and Fixtures
Accumulated depreciation
Total Property and equipment - net

Total Assets
Liabilities and Members' Deficit

" Accounts payable and accrued expenses
Subordinated debt {subordinate to claims of general creditors)
Total liabilities -
Members' deficit

Total Liabilities and Members' Deficit

123,895
113,000
75,991
40,098

352,984

220,471
100,327
{306,625)

14,173

367,157

185,679
450,000

635,679

(268,522)

367,157

See accompanying notes to the financial statements



Kabrik Trading, LLC
Statement of Income (Loss)
Year Ended December 31, 2007

Revenues:
Commissions
Interest
Other

Totat Operating revenue

Expenses:
Staffing, employee compensation and benefits
Guaranteed payments to members
Trading and clearing fees
Occupancy and equipment rental
Professional fees
Requiatory fees
Interest
Other
Total Operating expenses

Loss from operations
NYC unincorporated business tax

Net loss

2,529,761
5,703
42,167

2,577,631

1,043,533
470,759
896,265
627,555
101,213

24,434
38,247
89,273

3,291,279

(713,648)

2,200

$

{715,848)

See accompanying notes to the financial statements



Kabrik Trading, LLC
Statement Of Cash Flows
Year Ended December 31, 2007

Cash flows from operating activites: . . ]
Net income (loss} ($715,848)
Adjustments to recongile net income to net cash ’

provided (used) by operating activities: ’
Depreciation and amortization . 15,781
Deferred taxes 1,100
Changes in operating assets and liabilities:
{Increase) decrease in:

Receivable from clearing organizations and dealers - 368,448
Commissions receivable | < (75,991}
Prepaid expenses and other assets 5,634
Increase (decrease) in:
Accounts payable and accrued expenses 2,696
Net cash provided (used) by operating activities (398,180)
Cash flows from investing activities:
Purchases of equipment ‘ (5.989)
Net cash provided {(used) by investing activities (5,989)
Cash flows from financing activities: .
Repayment of capital lease obligations (3,789}
Net repayment of credit line {30,000)
Proceeds received from subordinated debt . 200,000
Members' contributions 375,000
Net cash provided {used) by financing activities . 541,211
Net increase {decrease) in cash . 137,042
Cash overdraft, beginning (13,147)
Cash, ending $ 123,895

Supplemental Cash Flow Information

Cash payments for;

Interest 3 38,247
Income taxes 5 2,200

See accompanying notes to the financial statements




Kabrik Trading, LLC
Statement Of Changes In Members' Equity {Deficit}
Year Ended December 31, 2007

Members' equity @ January 1, 2007 , $ © 72,326
Net income {loss) (715,848)
Members' capital contributions 375,000
Members' deficit @ December 31, 2007 $ {268,522)

See accompanying notes to the financial statements



Kabrik Trading, LLC
Statement Of Changes [n Subordinated Debt
Year Ended December 31, 2007

Subordinated debt @ January 1, 2007
Issuance of subordinated note

Subordinated debt @ December 31, 2007

$

250,000
200,000
$ 450,000

See accompanying notes to the financial statements



Kabrik Trading, LLC
Notes To Financial Statements
December 31, 2007

NOTE 1 — ORGANIZATION

Kabrik Trading, LLC {the “Company”) is a limited liability company organized under the laws of the state of
New York. The Company acts as an introducing broker engaging in equity securities transactions for its
customers. The Company is registered as a broker-dealer in securities with the Securities and Exchange
Commission (the “SEC”) and is a member of the Financial Industry Regulatory Authority (FINRA). The
Company primarily engages in agency-only trade execution transactions through direct access on the New
York Stock Exchange floor and NASDAQ execution, program and basket tradlng utilizing the Company’s
trading desk.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents:
The Company considers all money market accounts, time depaosits and certlf cate of deposits purchased
with original maturities of three months or less to be cash equivalents. ‘

Revenue and Expense Recognition:
Commission revenues and expenses are generally recorded on a trade-date bas:s

- Property and Equipment:

Furniture, fixtures and equipment are recorded at cost less accumulated depremahon Depreciation is
computed using accelerated and straight-line methods over the estimated useful lives of the assets.

Income Taxes:

No provision for federal and state income taxes has been made since, as a partnership, the Company is
not subject to income taxes. The Company's income or loss is reportable by its Members on their
individual tax returns. The Company is however, responsible for New York City unincorporated business
tax, and provision (if warranted) has been made for such.

Use of Estimates:

. The preparation of financial statements in conformity with United States of Amenca generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenseas during the reported period. Actual results could differ from those estimates.

NOTE 3 — RECEIVABLE FROM CLEARING BROKERS AND DEALERS

The clearing and depository operations customers’ securities transactions are provuded by cleanng brokers
pursuant to clearance agreements.

The Company has agreed to indemnify its clearing broker for fosses that the clearing broker may sustain

" from the customer accounts introduced by the Company. At December 31, 2007 these accounts were

fully collateralized by securities owned by the customers.



Kabrik Trading, LLC
Notes To Financial Statements
December 31, 2007

NOTE 3 — RECEIVABLE FROM CLEARING BROKERS AND DEALERS (CONTINUED)

At December 31, 2007, the receivable from clearing brokers and dealers consists of the following:

Deposit at clearing broker $ 75,000
Commissions received and held at clearing broker 38,000
$ 113,000

NOTE 4 - SUBORDINATED DEBT

The subordinated debt is sﬁbordinate to claims of general creditors. The borrowings under the
subordination agreements at December 31, 2007 are as follows:

Subordinated loan, 10% due February 28, 2009 to member $ 125,000
Subordinated loan, 10% due February 28, 2009 to member 125,000
Subordinated loan, 6% due May 31, 2010 to member 200,000

$ 450,000

The subordinated debt is available in computing net capital under the SEC’s uniform net capital rule as
equity borrowings. To the extent that such borrowings are required for the Company’s continued
compliance with minimum net capital requirements they may not be repaid. Interest expense related to
the subordinated debt was $33,000 for the year ended December 31, 2007. In addition, the Company
must satisfy the debt-equity ratio requirement that may not exceed 70% for a period in excess of 90
days. At December 31, 2007, the Company’s debt-equity ratio was 0%.

. NOTE 5 — LINE OF CREDIT

On September 8, 2006, the Company established an $85,000 credit line with J.P. Margan Chase Bank.
At December 31, 2007, the Company had no outstanding borrowings on this line of credit. The credit
line is available through September of 2008 and is reviewed annually. The interest rate on the line is
Prime plus 1.5%. Interest expense on this line of credit was $5,247 at December 31, 2007.



Kabrik Trading, LLC
Notes To Financial Statements
December 31, 2007

NOTE 6 - MEMBERS' EQUITY

At December 31, 2007, the Company had Class A, B and C units which consists of the following:
Units  Profit/Loss % Equity ($)

Class A, voting 100 50% $ (434,326)
Class B, nonvoting 100 50 (584,196)
Class C, nonvoting 15 _0 750,000

100% $ (268,522)

NOTE 7 - OPERATING LEASE

On June 15, 2007, the Company extended its existing operating lease agreement for its office space in
New York City. The term of the lease is for five years commencing August 1, 2007 and expiring July 31,
2012. The lease contains provisions for escalations based on increases in certain costs (IE. electricity
costs) incurred by the landlord. The rent incurred for year ended December 31, 2007 was $109,093.
Minimum future lease payments are as follows:

2008 $ 134,185
2009 137,853
2010 141,632
2011 145,524
2012 86,237

$_645,431

NOTE 8 —~ NET CAPITAL REQUIREMENT

The Company is a registered broker-dealer and, accordingly, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (15¢3-1), which requires the maintenance of minimum net capital of
6-2/3% of aggregate indebtedness, as defined or $5,000, whichever is greater. At December 31, 2007, the
Company had net capital of $117,997 which was $105,618 in excess of its required net capital of $12,379.

NOTE 9 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

- In the normal course of business, the Company enters into various equity transactions as an agent. The

execution, settiement, and financing of those transactions can result in off-balance sheet risk of loss not
reflected on the accompanying balance sheet.

10



Kabrik Trading, LLC
Notes To Financial Statements
December 31, 2007

NOTE 9 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK (CONTINUED)

The Company is exposed to off-balance sheet risk of loss on unsettled transactions between trade date
and settlement date in the event clients and other counter parties are unable to fuffill contractual
obligations. '

The Company’s policy is to continuously monitor its exposure to market and counter party risk through
the use of a variety of financial, position, and credit exposure reporting and control procedures. [n
addition, the Company has a policy of reviewing the credit standing of each broker/dealer, clearing
organization, client and/or other counter parties with which it conducts business. The Company moenitors
the market vaiue of collateral and requests and receives additional collateral when required.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

The Company is subject to claims and contingencies arising out of the normal course of business. The
Company intends to vigorously defend any claims and the Company's counsel believes the Company
has meritorious defenses to such claims. It is management’s opinion that the disposition and ultimate
resolution of such claims will not have a material adverse effect on the financial position of the

" Company.

NOTE 11 — INCOME TAXES

The Company files its income taxes as a partnership and is therefore not subject to Federal and State
income taxes. However, the Company is subject to New York City unincorporated business tax. For
year ended December 31, 2007 the Company will owe no New York City unincorporated business tax.

With regard to deferred taxes, the Company uses the asset and liability method to calculate any

. deferred tax assets and liabilities. Deferred taxes are recognized based on the differences between the

financial statement carrying amounts of existing assets and liabilities and their respective tax bases
using enacted tax rates expected to apply to taxable income in the years in which those differences are
expected to be recovered or settled. For year ended December 31, 2007, no deferred taxes was
recorded.

Income tax expense at December 31, 2007 consists of the following:

Current $ 2200

11



Kabrik Trading, LLC
Notes To Financial Statements
December 31, 2007

NOTE 12 — PROFIT-SHARING PLAN

The Company sponsors a defined contribution 401(K) profit-sharing plan covering substantially all
employees with one year of service as defined in the plan agreement. Employees must meet certain
vesting requirements and become fully vested after three years of service. Employer contributions are
at the discretion of the Company's management. The Company made no contributions to the plan for
year ended December 31, 2007. '

12
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Thor Capital, LLC

Supplemental Schedule |
Computation Of Net Capital Pursuant To
Uniform Capital Rule 15¢3-1
December 31, 2007

Members' deficit

Add: Subordinated debt

Non-allowable assets:

Receivable from broker-dealers and clearing organizations

Commissions receivable
Prepaid expenses and other assets
Property and equipment - net

Net capital

Computation of Basic Net Capital Requirement

Minimum capital requirements of the greater of 6.23%

aggregate indebtedness or $5,000
' Excess net capital
Ratio of aggregate indebtedness to net capital

Aggregate Indebtedness:

Accounts payable and accrued expenses
Totai aggregate indebtedness

Note:

$ (268,522)
450,000

181,478

3,027
6,183
40,088
14,173

63,481

117,997

12,379

$ 105,618

1.57 to 1

185,679

$ 185,679

There are no differences between the Company's net capital and aggregate indebtedness per the
12/31/07 FOCUS Report, Part 1A and the audited financial statements as of December 31, 2007.

See the accompanying notes to the financial statements
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CHENKER

OSENBLATT
LL.C.

Certified
Public
Accouiy

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5

To the Members of:
Kabrik Trading, LLC

In planning and performing our audit of the financial statements of Kabrik Trading, LLC (the
Company) as of and for the year ended December 31, 2007, in accordance with auditing
standards generally accepted in the United States of America, we considered the
Company’s internai control over financial reporting (internal control) as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Company'’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company including
consideration of control activities for safeguarding securities. This study included tests of
such practices and procedures that we considered relevant to the objectives stated in rule
17a-5(g) in making periodic computations of aggregate indebtedness (or aggregate debits)
and net capital under rule17a-3(a}(11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities
under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures
referred to in the preceding paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the Company has
14



responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded
properly to permit the preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph. '

Because of inherent flimitations in internal control and the practices and procedures referred
to above, errors or fraud may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may
deteriorate.

A control deficiency exits when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control.
deficiency, or combination of control deficiencies, that adversely affects the entity’s. ability to
initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principals such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential will
not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be a material weakness, as
defined above. '

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its pur-
poses in accordance with the Securities Exchange Act of 1934 and related regulations, and

" that practices and procedures that do not accomplish such objectives in all material -

respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures, as described in
the second paragraph of this report, were adequate at December 31, 2007, to meet the
SEC's objectives.

This report is intended solely for the information and use of the members, management, the
SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

foasky & Rmnllith, L2

Hackensack, New Jérsey Schenker & Rosenblatt, LL.C
February 22, 2008 Certified Public Accountants

TELEPHONE (201) 525-1222 FAX (201) 525-1004

411 HACKENSACK AVE. « HACKENSACK, NJ 07601-6328
WWW.SnRCPAS.COM INFO@SnRCPAS.COM E N D
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